§10.806

§10.806 How are the maximum fees de-
fined?

For professional medical services,
the Director shall maintain a schedule
of maximum allowable fees for proce-
dures performed in a given locality.
The schedule shall consist of: An as-
signment of a value to procedures iden-
tified by Health Care Financing Ad-
ministration Common Procedure Cod-
ing System/Current Procedural Termi-
nology (HCPCS/CPT) code which rep-
resents the relative skill, effort, risk
and time required to perform the pro-
cedure, as compared to other proce-
dures of the same general class; an
index based on a relative value scale
that considers skill, labor, overhead,
malpractice insurance and other re-
lated costs; and a monetary value as-
signment (conversion factor) for one
unit of value in each of the categories
of service.

§10.807 How are payments for par-
ticular services calculated?

Payment for a procedure identified
by a HCPCS/CPT code shall not exceed
the amount derived by multiplying the
relative values for that procedure by
the geographic indices for services in
that area and by the dollar amount as-
signed to one unit in that category of
service.

(a) The ‘“‘locality’ which serves as a
basis for the determination of average
cost is defined by the Bureau of Census
Metropolitan Statistical Areas. The Di-
rector shall base the determination of
the relative per capita cost of medical
care in a locality using information
about enrollment and medical cost per
county, provided by the Health Care
Financing Administration (HCFA).

(b) The Director shall assign the rel-
ative value units (RVUs) published by
HCFA to all services for which HCFA
has made assignments, using the most
recent revision. Where there are no
RVUs assigned to a procedure, the Di-
rector may develop and assign any
RVUs that he or she considers appro-
priate. The geographic adjustment fac-
tor shall be that designated by Geo-
graphic Practice Cost Indices for Met-
ropolitan Statistical Areas as devised
for HCFA and as updated or revised by
HCFA from time to time. The Director
will devise conversion factors for each
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category of service, and in doing so
may adapt HCFA conversion factors as
appropriate using OWCP’s processing
experience and internal data.

(c) For example, if the unit values for
a particular surgical procedure are 2.48
for physician’s work (W), 3.63 for prac-
tice expense (PE), and 0.48 for mal-
practice insurance (M), and the dollar
value assigned to one unit in that cat-
egory of service (surgery) is $61.20, then
the maximum allowable charge for one
performance of that procedure is the
product of the three RVUs times the
corresponding geographical indices for
the locality times the conversion fac-
tor. If the geographic indices for the lo-
cality are 0.988(W), 0.948 (PE), and 1.174
(M), then the maximum payment cal-
culation is:

[(2.48)(0.988) + (3.63)(0.948) + (0.48)(1.174)]
x $61.20

[2.45 + 3.44 + .56] x $61.20

6.45 x $61.20 = $394.74

§10.808 Does the fee schedule apply to
every kind of procedure?

Where the time, effort and skill re-
quired to perform a particular proce-
dure vary widely from one occasion to
the next, the Director may choose not
to assign a relative value to that proce-
dure. In this case the allowable charge
for the procedure will be set individ-
ually based on consideration of a de-
tailed medical report and other evi-
dence. At its discretion, OWCP may set
fees without regard to schedule limits
for specially authorized consultant ex-
aminations, for examinations per-
formed under 5 U.S.C. 8123, and for
other specially authorized services.

§10.809 How are payments for medic-
inal drugs determined?

Payment for medicinal drugs pre-
scribed by physicians shall not exceed
the amount derived by multiplying the
average wholesale price of the medica-
tion by the quantity or amount pro-
vided, plus a dispensing fee.

(a) All prescription medications iden-
tified by National Drug Code (NDC)
will be assigned an average wholesale
price representing the product’s na-
tionally recognized wholesale price as
determined by surveys of manufactur-
ers and wholesalers. The Director will
establish the dispensing fee.



